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the database shall be included. The 
borrower shall make all or parts of the 
database available or otherwise acces-
sible to RUS in electronic format, if re-
quested. 

(4) A narrative for each new load 
forecast or update of a load forecast 
discussing the methods and procedures 
used in the analysis and modeling of 
the borrower’s electric system loads as 
provided for in the load forecast work 
plan. 

(5) A narrative discussing the bor-
rower’s past, existing, and forecast of 
future electric system loads. The nar-
rative must identify and explain sub-
stantive assumptions and other perti-
nent information used to support the 
estimates presented in the load fore-
cast. 

(6) A narrative discussing load fore-
cast uncertainty or alternative futures 
that may determine the borrower’s ac-
tual loads. Examples of economic sce-
narios, weather conditions, and other 
uncertainties that borrowers may de-
cide to address in their analysis in-
clude: 

(i) Most-probable assumptions, with 
normal weather; 

(ii) Pessimistic assumptions, with 
normal weather; 

(iii) Optimistic assumptions, with 
normal weather; 

(iv) Most-probable assumptions, with 
severe weather; 

(v) Most-probable assumptions, with 
mild weather; 

(vi) Impacts of wholesale or retail 
competition; or 

(vii) new environmental require-
ments. 

(7) A summary of the forecast’s re-
sults on an annual basis. Include alter-
native futures, as applicable. This sum-
mary shall be designed to accommo-
date the transfer of load forecast infor-
mation to a borrower’s other planning 
or loan support documents. Computer- 
generated forms or electronic submis-
sions of data are acceptable. Graphs, 
tables, spreadsheets or other exhibits 
shall be included throughout the fore-
cast as appropriate. 

(8) A narrative discussing the coordi-
nation activities conducted between a 
power supply borrower and its mem-
bers, as applicable, and between the 
borrower and RUS. 

(b) Compliance with an approved load 
forecast work plan. A borrower required 
to maintain an approved load forecast 
work plan must also be able to dem-
onstrate that both it and its RUS bor-
rower members are in compliance with 
its approved load forecast work plan 
for the next load forecast or update of 
a load forecast. 

§ 1710.207 RUS criteria for approval of 
load forecasts by distribution bor-
rowers not required to maintain an 
approved load forecast on an ongo-
ing basis. 

Load forecasts submitted by distribu-
tion borrowers that are unaffiliated 
with a power supply borrower, or by 
distribution borrowers that are mem-
bers of a power supply borrower that 
has a total utility plant less than $500 
million and that is not itself a member 
of another power supply borrower with 
a total utility plant of $500 million or 
more must satisfy the following min-
imum criteria: 

(a) The borrower considered all 
known relevant factors that influence 
the consumption of electricity and the 
known number of consumers served at 
the time the study was developed; 

(b) The borrower considered and iden-
tified all loads on its system of RE Act 
beneficiaries and non-RE Act bene-
ficiaries; 

(c) The borrower developed an ade-
quate supporting data base and consid-
ered a range of relevant assumptions; 
and 

(d) The borrower provided RUS with 
adequate documentation and assist-
ance to allow for a thorough and inde-
pendent review. 

§ 1710.208 RUS criteria for approval of 
all load forecasts by power supply 
borrowers and by distribution bor-
rowers required to maintain an ap-
proved load forecast on an ongoing 
basis. 

All load forecasts submitted by 
power supply borrowers and by dis-
tribution borrowers required to main-
tain an approved load forecast must 
satisfy the following criteria: 

(a) The borrower objectively analyzed 
all known relevant factors that influ-
ence the consumption of electricity 
and the known number of customers 
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served at the time the study was devel-
oped; 

(b) The borrower considered and iden-
tified all loads on its system of RE Act 
beneficiaries and non-RE Act bene-
ficiaries; 

(c) The borrower developed an ade-
quate supporting database and ana-
lyzed a reasonable range of relevant as-
sumptions and alternative futures; 

(d) The borrower adopted methods 
and procedures in general use by the 
electric utility industry to develop its 
load forecast; 

(e) The borrower used valid and 
verifiable analytical techniques and 
models; 

(f) The borrower provided RUS with 
adequate documentation and assist-
ance to allow for a thorough and inde-
pendent review; and 

(g) In the case of a power supply bor-
rower required to maintain an ap-
proved load forecast on an ongoing 
basis, the borrower adequately coordi-
nated the preparation of the load fore-
cast work plan and load forecast with 
its member systems. 

§ 1710.209 Approval requirements for 
load forecast work plans. 

(a) In addition to the approved load 
forecast required under §§ 1710.202 and 
1710.203, any power supply borrower 
with a total utility plant of $500 mil-
lion or more and any distribution bor-
rower with a total utility plant of $500 
million or more must maintain an ap-
proved load forecast work plan. RUS 
borrowers that are members of a power 
supply borrower with a total utility 
plant of $500 million or more must co-
operate in the preparation of and sub-
mittal of the load forecast work plan of 
their power supply borrower. 

(b) An approved load forecast work 
plan establishes the process for the 
preparation and maintenance of a com-
prehensive database for the develop-
ment of the borrower’s load forecast, 
and load forecast updates. The ap-
proved load forecast work plan is in-
tended to develop and maintain a proc-
ess that will result in load forecasts 
that will meet the borrowers’ own 
needs and the requirements of this sub-
part. An approved work plan represents 
a commitment by a power supply bor-
rower and its members, or by a large 

unaffiliated distribution borrower, that 
all parties concerned will prepare their 
load forecasts in a timely manner pur-
suant to the approved load forecast 
work plan and they will modify the ap-
proved load forecast work plan as need-
ed with RUS approval to address 
changing circumstances or enhance the 
usefulness of the approved load fore-
cast work plan. 

(c) An approved load forecast work 
plan for a power supply borrower and 
its members must cover all member 
systems, including those that are not 
borrowers. However, only members 
that are borrowers, including the 
power supply borrower, are required to 
follow the approved load forecast work 
plan in preparing their respective load 
forecasts. Each borrower is individ-
ually responsible for forecasting all its 
RE Act beneficiary and non-RE Act 
beneficiary loads. 

(d) An approved load forecast work 
plan must outline the coordination and 
preparation requirements for both the 
power supply borrower and its mem-
bers. 

(e) An approved load forecast work 
plan must cover a period of 2 or 3 years 
depending on the applicable compli-
ance filing schedule elected under 
§ 1710.204. 

(f) An approved load forecast work 
plan must describe the borrower’s proc-
ess and methods to be used in pro-
ducing the load forecast and maintain-
ing current load forecasts on an ongo-
ing basis. 

(g) Approved load forecast work plans 
for borrowers with residential demand 
of 50 percent or more of total kWh 
must provide for a residential con-
sumer survey at least every 5 years to 
obtain data on appliance and equip-
ment saturation and electricity de-
mand. Any such borrower that is expe-
riencing or anticipates changes in 
usage patterns shall consider surveys 
on a more frequent schedule. Power 
supply borrowers shall coordinate such 
surveys with their members. Residen-
tial consumer surveys may be based on 
the aggregation of member-based sam-
ples or on a system-wide sample, pro-
vided that the latter provides for rel-
evant regional breakdowns as appro-
priate. 
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(h) Approved load forecast work 
plans must provide for RUS review of 
the load forecasts as the load forecast 
is being developed. 

(i) A power supply borrower’s work 
plan must have the concurrence of the 
majority of the members that are bor-
rowers. 

(j) The borrower’s board of directors 
must approve the load forecast work 
plan. 

(k) A borrower may amend its ap-
proved load forecast work plan subject 
to RUS approval. If RUS concludes 
that the existing approved load fore-
cast work plan will not result in a sat-
isfactory load forecast, RUS may re-
quire a new or revised load forecast 
work plan. 

§ 1710.210 Waiver of requirements or 
approval criteria. 

For good cause shown by the bor-
rower, the Administrator may waive 
any of the requirements applicable to 
borrowers in this subpart if the Admin-
istrator determines that waiving the 
requirement will not significantly af-
fect accomplishment of RUS’ objec-
tives and if the requirement imposes a 
substantial burden on the borrower. 
The borrower’s general manager must 
request the waiver in writing. 

§§ 1710.211–1710.249 [Reserved] 

Subpart F—Construction Work 
Plans and Related Studies 

§ 1710.250 General. 
(a) An ongoing, integrated planning 

system is needed by borrowers to deter-
mine their short-term and long-term 
needs for plant additions, improve-
ments, replacements, and retirements. 
The primary components of the system 
consist of long-range engineering 
plans, construction work plans (CWPs), 
CWP amendments, and special engi-
neering and cost studies. Long range 
engineering plans identify plant invest-
ments required over a period of 10 
years or more. CWPs specify and docu-
ment plant requirements for the short- 
term, usually 2 to 3 years, and special 
engineering and cost studies are used 
to support CWPs and to identify and 
document requirements for specific 
items or purposes, such as load man-

agement equipment, System Control 
and Data Acquisition equipment, sec-
tionalizing investments, and additions 
of generation capacity and associated 
transmission plant. 

(b) Generally, all borrowers are re-
quired to maintain up-to-date long 
range engineering plans approved by 
their boards of directors. Current CWPs 
approved by the borrower’s board must 
also be developed and maintained for 
distribution and transmission facilities 
and for improvements and replace-
ments of generation facilities. All such 
distribution, transmission or genera-
tion facilities must be included in the 
respective CWPs regardless of the 
source of financing. 

(c) A long range engineering plan 
specifies and supports the major sys-
tem additions, improvements, replace-
ments, and retirements needed for an 
orderly transition from the existing 
system to the system required 10 or 
more years in the future. The planned 
future system should be based on the 
most technically and economically 
sound means of serving the borrower’s 
long-range loads in a reliable and envi-
ronmentally acceptable manner, and it 
should ensure that planned facilities 
will not become obsolete prematurely. 

(d) A CWP shall include investment 
cost estimates and supporting engi-
neering and cost studies to dem-
onstrate the need for each proposed fa-
cility or activity and the reasonable-
ness of the investment projections and 
the engineering assumptions used in 
sizing the facilities. The CWP must be 
consistent with the borrower’s long 
range engineering plan and both docu-
ments must be consistent with the bor-
rower’s RUS-approved power require-
ments study. 

(e) Applications for a loan or loan 
guarantee from RUS (new loans or 
budget reclassifications) must be sup-
ported by a current CWP approved by 
both the borrower’s board of directors 
and RUS. RUS approval of these plans 
relates only to the facilities, equip-
ment, and other purposes to be fi-
nanced by RUS, and means that the 
plans provide an adequate basis from a 
planning and engineering standpoint to 
support RUS financing. RUS approval 
of the plans does not mean that RUS 
approves of the facilities, equipment, 
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or other purposes for which the bor-
rower is not seeking RUS financing. If 
RUS disagrees with a borrower’s esti-
mate of the cost of one or more facili-
ties for which RUS financing is sought, 
RUS may adjust the estimate after 
consulting with the borrower and ex-
plaining the reasons for the adjust-
ment. 

(f) Except as provided in paragraph 
(g) of this section, to be eligible for 
RUS financing, the facilities, including 
equipment and other items, included in 
a CWP must be approved by RUS before 
the start of construction. This require-
ment also applies to any amendments 
to a CWP required to add facilities to a 
CWP or to make significant physical 
changes in the facilities already in-
cluded in a CWP. Provision for funding 
of ‘‘minor projects’’ under an RUS loan 
guarantee is permitted on the same 
basis as that discussed for insured loan 
funds in 7 CFR part 1721, Post-Loan 
Policies and Procedures for Insured 
Electric Loans. 

(g) In the case of damage caused by 
storms and other natural catastrophes, 
a borrower may proceed with emer-
gency repair work before a CWP or 
CWP amendment is prepared by the 
borrower and approved by RUS, with-
out loosing eligibility for RUS financ-
ing of the repairs. The borrower must 
notify the RUS regional office in writ-
ing, not later than 45 days after the 
natural catastrophe, of its preliminary 
estimates of damages and repair costs. 
Not later than 120 days after the nat-
ural catastrophe, the borrower must 
submit to RUS for approval, a CWP or 
CWP amendment detailing the repairs. 

(h) A CWP may be amended or aug-
mented when the borrower can dem-
onstrate the need for the changes. 

(i) A borrower’s CWP or special engi-
neering studies must be supported by a 
Borrower’s Environmental Report, and 
when necessary by an Environmental 
Analysis or Environmental Impact 
Statement, as set forth in 7 CFR 1794 or 
required by other Federal or state reg-
ulations or laws. 

(j) All engineering activities required 
by this subpart must be performed by 
qualified engineers, who may be staff 
employees of the borrower or outside 
consultants. 

(k) Upon written request from a bor-
rower, RUS may waive in writing cer-
tain requirements with respect to long- 
range engineering plans and CWPs if 
RUS determines that such require-
ments impose a substantial burden on 
the borrower and that waiving the re-
quirements will not significantly affect 
the accomplishment of the objectives 
of this subpart. For example, if a bor-
rower’s load is forecast to remain con-
stant or decline during the planning 
period, RUS may waive those portions 
of the plans that relate to load growth. 

[57 FR 1053, Jan. 9, 1992; 57 FR 4513, Feb. 5, 
1992, as amended at 60 FR 67405, Dec. 29, 1995; 
64 FR 33178, June 22, 1999] 

§ 1710.251 Construction work plans— 
distribution borrowers. 

(a) All distribution borrowers must 
maintain a current CWP approved by 
their board of directors covering all 
new construction, improvements, re-
placements, and retirements of dis-
tribution and transmission plant, and 
improvements replacements, and re-
tirements of any generation plant. 
Construction of new generation capac-
ity need not be included in a CWP but 
must be specified and supported by spe-
cific engineering and cost studies. (See 
§ 1710.253.) 

(b) A distribution borrower’s CWP 
shall cover a construction period of be-
tween 2 and 4 years, and include all fa-
cilities to be constructed which are eli-
gible for RUS financing, whether or not 
RUS financial assistance will be sought 
or be available for certain facilities. 
Any RUS financing provided for the fa-
cilities will be limited to a 4 year loan 
period. The construction period cov-
ered by a CWP in support of a loan ap-
plication shall not be shorter than the 
loan period requested for financing of 
the facilities. 

(c) The facilities, equipment and 
other items included in a distribution 
borrower’s CWP may include: 

(1) Line extensions required to con-
nect consumers, improve service reli-
ability or improve voltage conditions; 

(2) Distribution tie lines to improve 
reliability of service and voltage regu-
lation; 

(3) Line conversions and changes re-
quired to improve existing services or 
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provide additional capacity for new 
consumers; 

(4) New substation facilities or addi-
tions to existing substations; 

(5) Transmission and substation fa-
cilities required to support the dis-
tribution system; 

(6) Distribution equipment required 
to serve new consumers or to provide 
adequate and dependable service to ex-
isting consumers, including replace-
ment of existing plant facilities; 

(7) Residential security lights; 
(8) Communications equipment and 

meters; 
(9) Headquarters facilities; 
(10) Improvements, replacements, and 

retirements of generation facilities; 
(11) Load management equipment, 

automatic sectionalizing facilities, and 
centralized System Control and Data 
Acquisition equipment. Load manage-
ment equipment eligible for financing, 
including the related costs of installa-
tion, is limited to capital equipment 
designed to influence the time and 
manner of consumer use of electricity, 
which includes peak clipping and load 
shifting. To be eligible for financing, 
such equipment must be owned by the 
borrower, although it may be located 
inside or outside a consumer’s prem-
ises; and 

(12) The cost of engineering, architec-
tural, environmental and other studies 
and plans needed to support the con-
struction of facilities, when such cost 
is capitalized as part of the cost of the 
facilities. 

[57 FR 1053, Jan. 9, 1992; 57 FR 4513, Feb. 5, 
1992, as amended at 60 FR 3731, Jan. 19, 1995; 
60 FR 67405, Dec. 29, 1995] 

§ 1710.252 Construction work plans— 
power supply borrowers. 

(a) All power supply borrowers must 
maintain a current CWP approved by 
the borrower’s board of directors cov-
ering all new construction, improve-
ments, replacements, and retirements 
of distribution and transmission plant, 
and improvements, replacements, and 
retirements of generation plant. Appli-
cations for RUS financial assistance 
for such facilities must be supported by 
a current, RUS-approved CWP. Con-
struction of new generation capacity 
need not be included in a CWP but 

must be specified and supported by spe-
cific engineering and cost studies. 

(b) Normally a power supply bor-
rower’s CWP shall cover a period of 3 to 
4 years. While comprehensive CWP’s 
are desired, if there are extenuating 
circumstances RUS may accept a sin-
gle-purpose transmission or generation 
CWP in support of a loan application or 
budget reclassification. The construc-
tion period covered by a CWP in sup-
port of a loan application shall not be 
shorter than the loan period requested 
for financing of the facilities. 

(c) Facilities, equipment, and other 
items included in a power supply bor-
rower’s CWP may include: 

(1) Distribution and related facilities 
as set forth in § 1710.251(c); 

(2) Transmission facilities required 
to deliver the power needed to serve 
the existing and planned new loads of 
the borrower and its members, and to 
improve service reliability, including 
tie lines for improved reliability of 
service, line conversions, improve-
ments and replacements, new sub-
stations and substation improvements 
and replacements, and Systems Control 
and Data Acquisition equipment, in-
cluding communications, dispatching 
and sectionalizing equipment, and load 
management equipment; 

(3) The borrower’s proportionate 
share of transmission facilities re-
quired to tie together the operating 
systems of supporting power pools and 
to connect with adjacent power sup-
pliers; 

(4) Improvements and replacements 
of generation facilities; and 

(5) The cost of engineering, architec-
tural, environmental and other studies 
and plans needed to support the con-
struction of facilities, when such cost 
is capitalized as part of the cost of the 
facilities. 

(d) A CWP for transmission facilities 
shall normally include studies of load 
flows, voltage regulation, and stability 
characteristics to demonstrate system 
performance and needs. 

[57 FR 1053, Jan. 9, 1992, as amended at 60 FR 
3731, Jan. 19, 1995; 60 FR 67405, Dec. 29, 1995] 
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§ 1710.253 Engineering and cost stud-
ies—addition of generation capac-
ity. 

(a) The construction or purchase of 
additional generation capacity and as-
sociated transmission facilities by a 
power supply or distribution borrower, 
including the replacement of existing 
capacity, shall be supported by com-
prehensive project-specific engineering 
and cost studies as specified by RUS. 
The studies shall cover a period from 
the beginning of the project to at least 
10 years after the start of commercial 
operation of the facilities. 

(b) The studies must include com-
prehensive economic present-value 
analyses of the costs and revenues of 
the available self-generation, load 
management, energy conservation, and 
purchased-power options, including as-
sessments of service reliability and fi-
nancing requirements and risks. Re-
quirements for analyzing purchased- 
power options are set forth in § 1710.254. 

(c) Generally, studies of self-genera-
tion, load management, and energy 
conservation options shall include, as 
appropriate, analyses of: 

(1) Capital and operating costs; 
(2) Financing requirements and risks; 
(3) System reliability; 
(4) Alternative unit sizes; 
(5) Alternative types of generation; 
(6) Fuel alternatives; 
(7) System stability; 
(8) Load flows; and 
(9) System dispatching. 
(d) At the request of a borrower, 

RUS, in its sole discretion, may waive 
specific requirements of this section if 
such requirements imposed a substan-
tial burden on the borrower and if such 
waiver will not significantly affect the 
accomplishment of the objectives of 
this subpart. 

§ 1710.254 Alternative sources of 
power. 

(a) General. (1) RUS will make loans 
to finance the construction of genera-
tion facilities by distribution or power 
supply borrowers and transmission fa-
cilities by power supply borrowers only 
under the following conditions if said 
borrowers do not already own and oper-
ate such types of facilities: 

(i) Where no adequate and dependable 
source of power is available to meet 
the consumers’ needs; or 

(ii) Where the rates offered by other 
power sources would result in a higher 
cost of power to the consumers than 
the cost from facilities financed by 
RUS, and the amount of the power cost 
savings that would result from the 
RUS-financed facilities bears a signifi-
cant relationship to the amount of the 
proposed loan. 

(2) If a borrower already owns and op-
erates the types of facilities included 
in a loan request, then a loan for the 
purposes contained in paragraph (a)(1) 
of this section, as well as for the con-
struction of transmission facilities by 
a distribution borrower, will be consid-
ered and evaluated by RUS in terms of 
whether the proposed facilities con-
stitute an effective and economical 
means of meeting the power require-
ments of the consumers. A borrower 
shall contact RUS as soon as prac-
ticable in order for RUS to review in-
formation submitted by the borrower 
and advise the borrower, in writing, 
whether there is a need for the bor-
rower to investigate and seek alter-
native sources of power. RUS will de-
termine, based on information provided 
by the borrower or otherwise available, 
whether there is a need to investigate 
alternative sources of power or wheth-
er RUS will require information or 
other methods of determining the need 
for the generation capacity. RUS will 
base its determination on whether RUS 
is able to conclude that the project is 
needed, the borrower would incur 
delays and costs in pursuing an RFP, 
or that an RFP is not likely to produce 
new alternatives to the project. 

(b) Loan requests for the addition of 
generation capacity, including replace-
ment of existing capacity, will be ac-
cepted by RUS when the applicant has 
completed the requirements estab-
lished by RUS, in a manner satisfac-
tory to RUS. The investigations of al-
ternative sources of power must be co-
ordinated in advance with RUS. This 
section applies to RUS financed gen-
eration capacity whether owned solely 
by the borrower, owned on an undi-
vided ownership basis with other utili-
ties or substantially controlled by the 
borrower. 
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(c) The applicant may be required to 
seek and utilize capacity available 
from RUS borrowers and other organi-
zations before developing plans for ad-
ditional generation capacity. RUS may 
require, on a case by case basis, that 
the applicant, among other things: 

(1) Solicit power and energy purchase 
proposals from all reasonable potential 
sources of power, such as other electric 
cooperatives, investor-owned utilities, 
municipal utility organizations, and 
Federal and state power authorities. 

(2) Solicit proposals from inde-
pendent power producers, including co- 
generators, to determine the terms and 
conditions under which these producers 
can supply the additional power and 
energy needs of the applicant, without 
RUS financial assistance. Such solici-
tations should be placed in at least 
three national newspapers or trade 
publications, and they meet all plan-
ning, coordination or other require-
ments imposed by state authorities, as 
well as the environmental require-
ments of RUS. 

(d) When solicitations are received in 
accordance with paragraph (c) of this 
section, the applicant will evaluate all 
alternative proposals on an economic, 
present-value basis, giving consider-
ation to cost-effectiveness, reliability 
of service, the short-term and long- 
term financial viability of the supplier, 
and the financial risk to the borrower 
and its creditors. The applicant will 
keep RUS fully informed on these eval-
uations and provide supporting infor-
mation and analysis as requested by 
RUS. 

(e) After evaluation of all proposals 
received in accordance with paragraph 
(c) of this section, and having informed 
RUS of the results, the applicant may 
be required to negotiate final proposals 
with the entities submitting the best 
acceptable offers. Contracts requiring 
RUS approval will either be approved 
in advance by the Administrator or 
contain a provision that the contract is 
not valid until approved, in writing, by 
the Administrator. The Administrator 
will approve the contracts in a timely 
manner provided that the borrower has 
met all applicable requirements, in-
cluding, among other matters, evidence 
that the alternative source of power se-

lected is an economical and effective 
alternative. 

(f) RUS may make independent in-
quiries with potential power suppliers 
as to the availability of power to meet 
borrowers’ needs. Information devel-
oped by RUS will be shared with bor-
rowers at their request. 

(g) Further details of RUS require-
ments for financing of generation and 
bulk transmission facilities are set 
forth in 7 CFR part 1712. 

(h) At the request of a borrower, 
RUS, in its sole discretion, may waive 
specific requirements of paragraphs (b) 
through (e) of this section if such waiv-
er is required to prevent unreasonable 
delays in obtaining generation capac-
ity that could result in system reli-
ability problems. 

(Approved by the Office of Management and 
Budget under control number 0572–0032) 

[57 FR 1053, Jan. 9, 1992, as amended at 65 FR 
31247, May 17, 2000] 

§§ 1710.255–1710.299 [Reserved] 

Subpart G—Long-Range Financial 
Forecasts 

§ 1710.300 General. 
(a) RUS encourages borrowers to 

maintain a current long-range finan-
cial forecast. The forecast should be 
used by the board of directors and the 
manager to guide the system towards 
its financial goals. 

(b) A borrower must prepare, for RUS 
review and approval, a long-range fi-
nancial forecast, approved by its board 
of directors, in support of its loan ap-
plication. The forecast must dem-
onstrate that the borrower’s system is 
economically viable and that the pro-
posed loan is financially feasible. Loan 
feasibility will be assessed based on the 
criteria set forth in § 1710.112. 

(c) The financial forecast and related 
projections submitted in support of a 
loan application shall include: 

(1) The projected results of future ac-
tions planned by the borrower’s board 
of directors; 

(2) The financial goals established for 
margins, TIER, DSC, equity, and levels 
of general funds to be invested in plant; 

(3) A pro forma balance sheet, state-
ment of operations, and general funds 
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summary projected for each year dur-
ing the forecast period; 

(4) A full explanation of the assump-
tions, supporting data, and analysis 
used in the forecast, including the 
methodology used to project loads, 
rates, revenue, power costs, operating 
expenses, plant additions, and other 
factors having a material effect on the 
balance sheet and on financial ratios 
such as equity, TIER, and DSC; 

(5) Current and projected cash flows; 
(6) Projections of future borrowings 

and the associated interest and prin-
cipal expenses required to meet the 
projected investment requirements of 
the system; 

(7) Current and projected kW and 
kWh energy sales; 

(8) Current and projected unit prices 
of significant variables such as retail 
and wholesale power prices, average 
labor costs, and interest; 

(9) Current and projected system op-
erating costs, including, but not lim-
ited to, wholesale power costs, depre-
ciation expenses, labor costs, and debt 
service costs; 

(10) Current and projected revenues 
from sales of electric power and en-
ergy; 

(11) Current and projected non-oper-
ating income and expense; 

(12) A discussion of the historical ex-
perience of the borrower, and in the 
case of a power supply borrower its 
member systems as appropriate, with 
respect to the borrower’s market com-
petitiveness as it relates to the rates 
charged for electricity, competition 
from other fuels, and other factors. Ad-
ditional data and analysis may be re-
quired by RUS on a case by case basis 
to assess the probable future competi-
tiveness of those borrowers that have a 
history of serious competitive prob-
lems; and 

(13) An analysis of the effects of 
major factors, such as projected in-
creases in rates charged for electricity, 
on the ability of the borrower, and in 
the case of a power supply borrower its 
member systems, to compete with 
neighboring utilities and other energy 
sources. 

(d) The following plans, studies and 
assumptions shall be used in devel-
oping the financial forecast: 

(1) The RUS-approved CWP; 

(2) RUS-approved power requirements 
data; 

(3) The current rate schedules or new 
rates already approved by the board of 
directors; 

(4) Future plant additions and oper-
ating expenses projected at anticipated 
future cost levels rather than in con-
stant dollars, with the annual rate of 
inflation for major items specified; and 

(5) A sensitivity analysis may be re-
quired by RUS on a case-by-case basis 
taking into account such factors as the 
number and type of large power loads, 
projections of future borrowings and 
the associated interest, projected 
loads, projected revenues, and the prob-
able future competitiveness of the bor-
rower. When RUS determines that a 
sensitivity analysis is necessary for 
distribution borrowers, the variables to 
be tested will be determined by the 
General Field Representative in con-
sultation with the borrower and the re-
gional office. The regional office will 
consult with the Power Supply Divi-
sion in the case of generation projects 
for distribution borrowers. For power 
supply borrowers, the variables to be 
tested will be determined by the bor-
rower and the Power Supply Division. 

(e) The financial forecast shall use 
the accrual method, as approved by 
RUS, for analyzing costs and revenues, 
and, as applicable, compare the eco-
nomic results of the various alter-
natives on a present value basis. 

[57 FR 1053, Jan. 9, 1992, as amended at 63 FR 
53277, Oct. 5, 1998] 

§ 1710.301 Financial forecasts—dis-
tribution borrowers. 

(a) Financial forecasts prepared by 
distribution borrowers shall cover at 
least a ten-year period, unless a short-
er period is authorized by other RUS 
regulations. 

(b) In addition to the requirements 
set forth in § 1710.300 of this part, finan-
cial forecasts prepared by distribution 
borrowers in support of a loan applica-
tion shall: 

(1) Include expenditures for any 
maintenance determined to be needed 
in the current system’s operation and 
maintenance review and evaluation in 
order to comply with mortgage cov-
enants and prudent utility practice; 
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(2) Fully explain the basis for the 
power cost projections used. Generally, 
the power supplier’s most recent fore-
casted rates shall be used; and 

(3) Use RUS Form 325 or computer- 
generated equivalent reports. 

§ 1710.302 Financial forecasts—power 
supply borrowers. 

(a) The requirements of this section 
apply only to financial forecasts sub-
mitted by power supply borrowers in 
support of a loan from RUS. The finan-
cial forecast prepared by power supply 
borrowers shall demonstrate the effects 
that the addition of generation, trans-
mission and any distribution facilities 
will have on the power supply bor-
rower’s sales, costs, and revenues, and 
on the cost of power to the member dis-
tribution systems. 

(b) The financial forecast shall cover 
a period of 10 years. RUS may request 
projections for a longer period of time 
if RUS deems necessary. 

(c) Financial forecasts prepared in 
support of loan applications to finance 
additional generation capacity shall 
include a power cost study as set forth 
in § 1710.303. 

(d) In addition to the requirements 
set forth in § 1710.300, financial fore-
casts prepared by power supply bor-
rowers shall: 

(1) Identify all plans for generation 
and transmission capital additions and 
system operating expenses on a year- 
by-year basis, beginning with the 
present and running for 10 years, unless 
a longer period of time has been re-
quested by RUS. 

(2) Integrate projections of operation 
and maintenance expenses associated 
with existing plant with those of new 
proposed facilities to determine total 
costs of system operation as well as the 
costs of new generation and genera-
tion-related facilities; 

(3) Provide an in-depth analysis of 
the regional markets for power if loan 
feasibility depends to any degree on a 
borrower’s ability to sell surplus power 
while its system loads grow to meet 
the planned capacity of a proposed 
plant; 

(4) If not previously submitted, fur-
nish RUS with all material informa-
tion on operating agreements, owner-
ship agreements, fuel contracts and 

any other special agreements that af-
fect annual cost projections, as may be 
required by RUS on a case by case 
basis; and 

(5) Include sensitivity analysis if re-
quired by RUS pursuant to 
§ 1710.300(d)(5). 

(e) The projections shall be coordi-
nated in advance with RUS so that 
agreement can be reached on major as-
pects of the economic studies. These 
include, but are not limited to, projec-
tions of future kW and kWh require-
ments, RE Act beneficiary loads, elec-
tricity prices, revenues from system 
and off-system power sales, the cost of 
prospective plant additions, interest 
and depreciation rates, fuel costs, cost 
escalation factors, the discount rate, 
and other factors. 

(f) The projections, analysis, and sup-
porting information must be included 
in a report that will provide RUS with 
the information needed to: 

(1) Understand and compare various 
power supply plans; 

(2) Determine that the facilities to be 
financed will perform satisfactorily; 
and 

(3) Determine that the overall system 
is economically viable and the loan is 
financially feasible and secure. 

[57 FR 1053, Jan. 9, 1992, as amended at 63 FR 
53278, Oct. 5, 1998] 

§ 1710.303 Power cost studies—power 
supply borrowers. 

(a) All applications for financing of 
additional generation capacity and the 
associated bulk transmission facilities 
shall be supported by a power cost 
study to demonstrate that the pro-
posed generation and associated trans-
mission facilities are the most eco-
nomical and effective means of meet-
ing the borrower’s power requirements. 
This study usually is a separate study 
but it may be integrated with the fi-
nancial forecast required by § 1710.302. 

(b) A power cost study shall include 
the following basic elements: 

(1) A study of all reasonably avail-
able self-generation, purchased-power, 
load management, and energy con-
servation alternatives as set forth in 
§§ 1710.253 and 1710.254; 

(2) A present-value analysis of the 
costs of the alternatives and their ef-
fects on total power costs, covering a 
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period of at least 10 years beyond the 
projected in-service date of the facili-
ties; 

(3) A description of proposed new 
power-purchase contracts or revisions 
to existing contracts, and an analysis 
of the effects on power costs; 

(4) Use of sensitivity analyses to de-
termine the vulnerability of the alter-
natives to a reasonable range of as-
sumptions about fuel costs, failure to 
achieve projected load growth, changes 
in operating and financing costs, and 
other major factors, if the financial 
forecast is used in support of a loan or 
loan guarantee that exceeds the small-
er of $25 million or 10 percent of the 
borrower’s total utility plant. Indi-
vidual sensitivity analyses need not be 
duplicated if they have been included 
in other materials submitted to RUS; 
and 

(5) Assessment of the financial risks 
of the various alternatives, especially 
as between capital-intensive and non- 
capital-intensive alternatives, under 
the range of assumptions set forth in 
paragraph (b)(4) of this section. 

(c) Power cost studies must use cur-
rent, RUS-approved power require-
ments data, and all major assumptions 
are subject to RUS approval. Alter-
native assumptions about projected 
power requirements may be used, how-
ever, in conjunction with the sensi-
tivity analyses required by paragraph 
(b)(4) of this section. 

(Approved by the Office of Management and 
Budget under control number 0572–0032) 

§§ 1710.304–1710.349 [Reserved] 

Subpart H [Reserved] 

Subpart I—Application Require-
ments and Procedures for 
Loans 

SOURCE: 60 FR 3731, Jan. 19, 1995, unless 
otherwise noted. 

§ 1710.400 Initial contact. 
(a) Loan applicants that do not have 

outstanding loans from RUS should 
write to the Rural Utilities Service Ad-
ministration, United States Depart-
ment of Agriculture, Washington, DC 
20250–1500. A field or headquarters staff 

representative may be assigned by RUS 
to visit the applicant and discuss its fi-
nancial needs and eligibility. Bor-
rowers that have outstanding loans 
should contact their assigned RUS gen-
eral field representative (GFR) or, in 
the case of a power supply borrower, 
the Director, Power Supply Division. 
Borrowers may consult with RUS field 
representatives and headquarters staff, 
as necessary. 

(b) Before submitting an application 
for an insured loan the borrower shall 
ascertain from RUS the amount of sup-
plemental financing required, as set 
forth in § 1710.110. If the borrower is ap-
plying for either a municipal rate loan 
subject to the interest rate cap or a 
hardship rate loan, the application 
must provide a preliminary breakdown 
of residential consumers either by 
county or by census tract. Final data 
must be included with the application. 
See § 1710.401(a)(8). 

§ 1710.401 Loan application docu-
ments. 

(a) All borrowers. All applications for 
electric loans shall include the docu-
ments listed in this paragraph. The 
first page of the application shall be a 
list of the documents included in the 
application. The borrower may use 
RUS Form 726, Checklist for Electric 
Loan Application, or a computer gen-
erated equivalent as this list. 

(1) Transmittal letter. A letter signed 
by the borrower’s manager indicating 
the actual corporate name and tax-
payer identification number of the bor-
rower and addressing the following 
items: 

(i) The need for flood hazard insur-
ance; 

(ii) Breakdown of requested loan 
funds by state; 

(iii) A listing of the counties served 
by the borrower; 

(iv) A listing of threatened actions by 
third parties that could adversely af-
fect the borrower’s financial condition, 
including annexations or other actions 
affecting service territory, loads, or 
rates; and 

(v) A listing of pending regulatory 
proceedings pertaining to the borrower. 

(2) Board resolution. This document is 
the formal request by the borrower’s 
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board of directors for a loan from RUS. 
The board resolution shall include: 

(i) The requested loan type, loan 
amount, loan term, final maturity and 
method of amortization (§ 1710.110(b)); 

(ii) The sources and amounts of any 
supplemental or other financing; 

(iii) Authorization for RUS to release 
appropriate information to supple-
mental or other lender(s), and author-
ization for these lenders to release ap-
propriate information to RUS; and 

(iv) For an insured loan, a statement 
of whether the application is for a mu-
nicipal rate loan, with or without the 
interest rate cap, or a hardship loan. If 
the application is for a municipal rate 
loan, the board resolution must indi-
cate whether the borrower intends to 
elect the prepayment option. See 7 
CFR 1714.4(c). 

(3) RUS Form 740c, Cost Estimates and 
Loan Budget for Electric Borrowers. This 
form together with its attachments 
lists the construction, equipment, fa-
cilities and other cost estimates from 
the construction work plan or engi-
neering and cost studies, and the 
sources of financing for each compo-
nent. The date on page 1 of the form is 
the beginning date of the loan period 
and shall be the same as the date on 
the Financial and Statistical Report 
submitted with the application (para-
graph (a)(5) of this section). Form 740c 
also includes the following informa-
tion, exhibits, and attachments: 

(i) Description of funds and materials. 
This description details the avail-
ability of materials and equipment, 
any unadvanced funds from prior loans, 
and any general funds the borrower 
designates, to determine the amount of 
such materials and funds to be applied 
against the capital requirements esti-
mated for the loan period. 

(ii) Useful life of facilities financed by 
the loan. Form 740c must include, as a 
note, either a statement certifying 
that at least 90 percent of the loan 
funds are for facilities that have a use-
ful life of 33 years or longer, or a sched-
ule showing the costs and useful life of 
those facilities with a useful life of less 
than 33 years. This statement or sched-
ule will be used to determine the final 
maturity of the loan. See § 1710.115. 

(iii) Reimbursement schedule. This 
schedule lists the date, amount, and 

identification number of each inven-
tory of work orders and special equip-
ment summary that form the basis for 
the borrower’s request for reimburse-
ment of general funds on the RUS 
Form 740c. See § 1710.109. If the bor-
rower is not requesting reimbursement, 
this schedule need not be submitted. 

(iv) Location of consumers. If the ap-
plication is for a municipal rate loan 
subject to the interest rate cap, or for 
a loan at the hardship rate, and the av-
erage number of consumers per mile of 
the total electric system exceeds 17, 
Form 740c must include, as a note, a 
breakdown of funds included in the pro-
posed loan to furnish or improve serv-
ice to consumers located in an urban 
area. See 7 CFR 1714.7(c) and 1714.8(d). 
This breakdown must indicate the 
method used by the borrower for allo-
cating loan funds between urban and 
non urban consumers. 

(4) RUS Form 740g, Application for 
Headquarters Facilities. This form lists 
the individual cost estimates from the 
construction work plan or other engi-
neering study that support the need for 
RUS financing for any warehouse and 
service type facilities included, and 
funding requested for such facilities 
shown on RUS Form 740c. If no loan 
funds are requested for headquarters 
facilities, Form 740g need not be sub-
mitted. 

(5) Financial and statistical report. Dis-
tribution borrowers shall submit these 
data on RUS Form 7; power supply bor-
rowers shall use RUS Form 12. The 
form shall contain the most recent 
data available, which shall not be more 
than 60 days old when received by RUS. 

(6) Pending litigation statement. A 
statement from the borrower’s counsel 
listing any pending litigation, includ-
ing levels of related insurance coverage 
and the potential effect on the bor-
rower. This statement and the state-
ments from counsel required by para-
graphs (a)(7) and (15) of this section 
may be combined into a single docu-
ment. 

(7) Mortgage information. A new mort-
gage will be required if this is a bor-
rower’s first application for a loan 
under the RE Act. A restated mort-
gage, or a mortgage supplement will be 
required if there has been a material 
change to the real property owned by 
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the borrower since the most recent 
RUS loan, loan guarantee, or lien ac-
commodation, if the requested loan 
would cause the borrower to exceed its 
previously authorized debt limit, or if 
RUS otherwise determines it nec-
essary. If there has been no material 
change to the real property owned by 
the borrower since the most recent 
RUS loan or loan guarantee, the bor-
rower must submit an opinion of its 
counsel to that effect. If a new or re-
stated mortgage or a mortgage supple-
ment is required, the borrower must 
provide the following: 

(i) Property schedule. For a new or re-
stated mortgage or for a mortgage sup-
plement, the following information 
shall be submitted in a form satisfac-
tory to RUS: 

(A) A listing of the counties where 
the borrower’s existing electric facili-
ties and new facilities are or will be lo-
cated; 

(B) A listing and description of all 
real property owned by the borrower; 
and 

(C) An opinion of the borrower’s 
counsel certifying that the property 
schedule is complete and adequate for 
inclusion in a security instrument to 
be executed by the borrower to secure 
an RUS loan. 

(ii) Maximum debt limit. For a new 
mortgage, or if the proposed loan 
would result in the borrower’s existing 
mortgage debt limit being exceeded, a 
resolution of the borrower’s board of 
directors, and any other authorizations 
or certifications required by State law, 
certifying that a new debt limit has 
been legally established that is ade-
quate to accommodate existing indebt-
edness and the proposed new financing, 
including any concurrent loans. 

(8) Rate disparity and consumer income 
data. If the borrower is applying under 
the rate disparity and consumer in-
come tests for either a municipal rate 
loan subject to the interest rate cap or 
a hardship rate loan, the application 
must provide a breakdown of residen-
tial consumers either by county or by 
census tract. In addition, if the bor-
rower serves in 2 or more states, the 
application must include a breakdown 
of all ultimate consumers by state. 
This breakdown may be a copy of Form 
EIA 861 submitted by the Borrower to 

the Department of Energy or in a simi-
lar form. See 7 CFR 1714.7(b) and 
1714.8(a). To expedite the processing of 
loan applications, RUS strongly en-
courages distribution borrowers to pro-
vide this information to the GFR prior 
to submitting the application. 

(9) Standard Form 100—Equal Employ-
ment Opportunity Employer Report 
EEO—1. This form, required by the De-
partment of Labor, sets forth employ-
ment data for borrowers with 100 or 
more employees. A copy of this form, 
as submitted to the Department of 
Labor, is to be included in the applica-
tion for an insured loan if the borrower 
has more than 100 employees. See 
§ 1710.122. 

(10) Form AD–1047, Certification Re-
garding Debarment, Suspension, and 
Other Responsibility Matters—Primary 
Covered Transactions. This statement 
certifies that the borrower will comply 
with certain regulations on debarment 
and suspension required by Executive 
Order 12549, Debarment and Suspension 
(3 CFR, 1986 Comp., p. 189). See 7 CFR 
part 3017 and § 1710.123. 

(11) Uniform Relocation Act assurance 
statement. This assurance, which need 
not be resubmitted if previously sub-
mitted, provides that the borrower 
shall comply with 49 CFR part 24, 
which implements the Uniform Reloca-
tion Assistance and Real Property Ac-
quisition Policy Act of 1970, as amend-
ed by the Uniform Relocation Act 
Amendments of 1987 and 1991. See 
§ 1710.124. 

(12) Lobbying. The following informa-
tion on lobbying is required pursuant 
to 7 CFR part 3018 and § 1710.125. Bor-
rowers applying for both insured and 
guaranteed financing should consult 
RUS before submitting this informa-
tion. 

(i) Certification regarding lobbying. 
This statement certifies that the bor-
rower shall comply with certain re-
quirements with respect to restrictions 
on lobbying activities. 

(ii) Standard Form LLL—Disclosure of 
Lobbying Activities. This disclosure 
form is required from those borrowers 
engaged in lobbying activities. 

(13) Federal debt delinquency require-
ments. See 1710.126. The following docu-
ments are required: 
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(i) Report on Federal debt delinquency. 
This report indicates whether or not a 
borrower is delinquent on any Federal 
debt. 

(ii) Certification Regarding Federal 
Government Collection Options. This 
statement certifies that a borrower has 
been informed of the collection options 
the Federal Government may use to 
collect delinquent debt. The Federal 
Government is authorized by law to 
take any or all of the following actions 
in the event that a borrower’s loan 
payments become delinquent or the 
borrower defaults on its loans: 

(A) Report the borrower’s delinquent 
account to a credit bureau; 

(B) Assess additional interest and 
penalty charges for the period of time 
that payment is not made; 

(C) Assess charges to cover additional 
administrative costs incurred by the 
Government to service the borrower’s 
account; 

(D) Offset amounts owed directly or 
indirectly to the borrower under other 
Federal programs; 

(E) Refer the borrower’s debt to the 
Internal Revenue Service for offset 
against any amount owed to the bor-
rower as an income tax refund; 

(F) Refer the borrower’s account to a 
private collection agency to collect the 
amount due; and 

(G) Refer the borrower’s account to 
the Department of Justice for collec-
tion. 

(14) Articles of incorporation and by-
laws. The following are required if ei-
ther document has been amended since 
the last loan application was submitted 
to RUS, or if this is a borrower’s first 
application for a loan under the RE 
Act: 

(i) The borrower’s articles of incorpo-
ration currently in effect, as filed with 
the appropriate state office, setting 
forth the borrower’s corporate purpose; 
and 

(ii) The bylaws currently in effect, as 
adopted by the borrower’s board of di-
rectors, setting forth the manner by 
which the borrower’s organization will 
be governed and regulated. 

(15) State regulatory approvals. In 
states in which regulatory authorities 
have jurisdiction over the borrower’s 
rates, the borrower must provide satis-
factory evidence, pursuant to §§ 1710.105 

and 1710.151(f), based on the informa-
tion available, such as an opinion of 
counsel or of another qualified source, 
that the state regulatory authority 
will not exclude from the borrower’s 
rate base any of the facilities included 
in the loan request, or otherwise pre-
vent the borrower from charging rates 
sufficient to repay with interest the 
debt incurred for the facilities. 

(16) Seismic safety certifications. This 
certification shall be included, if re-
quired under 7 CFR part 1792. 

(17) Rates. (i) A distribution borrower 
shall explain any recent or planned 
changes in retail rates, the status of 
any pending rate cases before a state 
regulatory authority, or other perti-
nent rate information. 

(ii) A power supply borrower shall 
submit a schedule of its wholesale 
rates currently in effect. Any changes 
in this schedule are subject to RUS ap-
proval. 

(18) Additional supporting data. Addi-
tional supporting data may be required 
by RUS depending on the individual ap-
plication or conditions. Examples of 
such additional supporting data in-
clude information about acquisitions, 
headquarters facilities, generation or 
transmission facilities, large power 
loads or special loads. 

(b) Distribution borrowers. In addition 
to the items in paragraph (a) of this 
section, applications for loans sub-
mitted by distribution borrowers shall 
include the borrower’s area coverage 
and line extension policies. If there 
have been any amendments to area 
coverage or line extension policies 
since the last loan application sub-
mitted to RUS, or if this is a bor-
rower’s first application for a loan 
under the RE Act, the borrower shall 
submit the board of directors’ approved 
policies on area coverage and line ex-
tensions. See §§ 1710.103 and 1710.151(a). 

(c) Primary support documents. In ad-
dition to the loan application, con-
sisting of the documents required by 
paragraphs (a) and (b) of this section, 
all borrowers must also provide RUS 
with the following primary support 
documents pursuant to § 1710.152: 

(1) Along with the loan application, 
the borrower shall submit to RUS a 
Long-Range Financial Forecast 
(LRFF), that meets the requirements 
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of subpart G of this part. The forecast 
shall include any sensitivity analysis 
or analysis of alternative scenarios re-
quired by subpart G of this part, and 
shall be accompanied by a certified 
board resolution adopting, and indi-
cating the board of directors’ approval 
of, the LRFF, and directing manage-
ment to take whatever steps may be 
necessary, including the filing for rate 
increases, to achieve the TIER goals 
set forth in the LRFF. 

(2) Prior to RUS’s acceptance of the 
loan application, the borrower shall 
submit to RUS and receive approval of: 

(i) Power Requirements Study (PRS) 
that meets the requirements of subpart 
E of this part, and is accompanied by a 
certified board resolution adopting, 
and indicating the board of directors’ 
approval of, the PRS. 

(ii) Construction Work Plan (CWP) 
and/or related engineering and cost 
studies that meets the requirements of 
subpart F of this part, and is accom-
panied by a certified board resolution 
adopting, and indicating the board of 
directors’ approval of, the CWP and/or 
engineering and cost studies. 

(iii) Borrower’s Environmental Re-
port (BER), or other environmental in-
formation as required by 7 CFR part 
1794. 

(iv) Demand Side Management Plan 
and/or Integrated Resource Plan, if re-
quired by subpart H of this part. 

(d) Submission of documents. (1) Gen-
erally, all information required by 
paragraphs (a), (b), and (c)(1) of this 
section is submitted to RUS in a single 
application package. The information 
required by paragraph (c)(2) of this sec-
tion is generally submitted to, and ap-
proved by RUS before the application 
is submitted. 

(2) To facilitate loan review, RUS 
urges borrowers to ensure that their 
applications contain all of the informa-
tion required by this section before 
submitting the application to RUS. 
Borrowers may consult with RUS field 
representatives and headquarters staff 
as necessary for assistance in preparing 
loan applications. 

(3) RUS may, in its discretion, return 
an application to the borrower if the 
application is not materially complete 
to the satisfaction of RUS within 10 
months of receipt of any of the items 

listed in paragraph (a) or (b) of this 
section. RUS will generally advise the 
borrower in writing at least 2 months 
prior to returning the application as to 
the elements of the application that 
are not complete. 

(4) If an application is returned, an 
application for the same loan purposes 
will be accepted by RUS if satisfactory 
evidence is provided that all of the in-
formation required by this section will 
be submitted to RUS within a reason-
able time. An application for loan pur-
poses included in an application pre-
viously returned to the borrower will 
be treated as an entirely new applica-
tion. 

(e) Complete applications. An applica-
tion is complete when all information 
required by RUS to approve a loan is 
materially complete in form and sub-
stance satisfactory to RUS. 

(f) Change in borrower circumstances. A 
borrower shall, after submitting a loan 
application, promptly notify RUS of 
any changes in its circumstances that 
materially affect the information con-
tained in the loan application or in the 
primary support documents. 

(g) Interest rate category. For pending 
loans, RUS will promptly notify the 
borrower if its eligibility for an inter-
est rate category changes pursuant to 
new information from the Department 
of Energy or the Bureau of the Census. 
See 7 CFR part 1714. 

(Approved by the Office of Management and 
Budget under control numbers 0572–0017, 
0572–0032 and 0572–1013) 

§§ 1710.402–1710.403 [Reserved] 

§ 1710.404 Additional requirements. 

Additional requirements for insured 
electric loans are set forth in 7 CFR 
part 1714. 

§ 1710.405 Supplemental financing doc-
uments. 

(a) The borrower is responsible for 
ensuring that the loan documents re-
quired for supplemental financing pur-
suant to § 1710.110 are executed in a 
timely fashion. These documents are 
subject to RUS approval. 

(b) Security. Any security offered by 
the borrower to a supplemental lender 
is subject to RUS approval. 
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§ 1710.406 Loan approval. 

(a) A loan is approved when the Ad-
ministrator signs the administrative 
findings. 

(b) If the loan is not approved, RUS 
will notify the borrower of the reason. 

§ 1710.407 Loan documents. 

Following approval of a loan, RUS 
will forward the loan documents to the 
borrower for execution, delivery, re-
cording, and filing, as directed by RUS. 

PART 1714—PRE-LOAN POLICIES 
AND PROCEDURES FOR INSURED 
ELECTRIC LOANS 

Subpart A—General 

Sec. 
1714.1 [Reserved] 
1714.2 Definitions. 
1714.3 Applicability of provisions. 
1714.4 Interest rates. 
1714.5 Determination of interest rates on 

municipal rate loans. 
1714.6 Interest rate term. 
1714.7 Interest rate cap. 
1714.8 Hardship rate loans. 
1714.9 Prepayment of insured loans. 
1714.10–1714.49 [Reserved] 

Subpart B—Terms of Insured Loans 

1714.50–1714.54 [Reserved] 
1714.55 Advance of funds from insured loans. 
1714.56 Fund advance period. 
1714.57 Sequence of advances. 
1714.58 Amortization of principal. 
1714.59 Rescission of loans. 

AUTHORITY: 7 U.S.C. 901 et seq.; 1921 et seq.; 
and 6941 et seq. 

SOURCE: 58 FR 66260, Dec. 20, 1993, unless 
otherwise noted. 

Subpart A—General 

§ 1714.1 [Reserved] 

§ 1714.2 Definitions. 

The definitions set forth in 7 CFR 
1710.2 are applicable to this part, unless 
otherwise stated. References to specific 
RUS forms and other RUS documents, 
and to specific sections of such forms 
and documents, shall include the cor-
responding forms, documents, sections 
and lines in any subsequent revisions 
of these forms and documents. 

§ 1714.3 Applicability of provisions. 

(a) Insured electric loans approved on 
or after November 1, 1993. On November 
1, 1993, the Rural Electrification Loan 
Restructuring Act, Pub. L. 103–129, 107 
Stat. 1356, (RELRA) amended the Rural 
Electrification Act of 1936, 7 U.S.C. 901 
et seq., (RE Act) to establish a new in-
terest rate structure for insured elec-
tric loans. Insured electric loans ap-
proved on or after this date, are either 
municipal rate loans or hardship rate 
loans. Borrowers meeting the criteria 
set forth in § 1714.8 are eligible for 5 
percent hardship rate loans. The inter-
est rate on loans to other borrowers is 
the municipal interest rate, and bor-
rowers meeting the criteria set forth in 
§ 1714.7 are eligible for the interest rate 
cap on their municipal rate loans. In-
terest rates for the initial interest rate 
term and rollover terms (§ 1714.6) will 
be determined pursuant to § 1714.4. Pro-
visions for prepayment are set forth in 
§ 1714.9. The provisions of this subpart 
apply to loans approved on or after No-
vember 1, 1993, unless otherwise stated. 

(b) Insured electric loans approved prior 
to November 1, 1993. These loans have a 
single interest rate applicable to the 
entire loan. The rate is generally 5 per-
cent, but, in some cases, may be as low 
as 2 percent. These loans have a single 
interest rate term and may be prepaid 
at face value at any time. Provisions 
for discounted prepayment of these 
loans are set forth in 7 CFR part 1786. 

§ 1714.4 Interest rates. 

(a) Municipal rate loans. Each advance 
of funds on a municipal rate loan shall 
bear interest at a single rate for each 
interest rate term. All interest rates 
applicable to municipal rate loans will 
be increased by one eighth of one per-
cent (0.125 percent), if the borrower 
elects to include in the loan agreement 
a prepayment option (call provision), 
allowing the borrower to prepay all or 
a portion of an advance on a date other 
than a rollover maturity date. How-
ever, no interest rate for any advances 
of a loan to a borrower who qualifies 
for the interest rate cap may exceed 7 
percent. 

(b) Hardship rate loans. All advances 
of funds on hardship rate loans shall 
bear interest at a rate of 5 percent. 
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